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Current Trends 


Effective interest rates on HUD/FHA-insured and VA-guaranteed home mortgage 
loans closed during the first week of December were lower than during early November. The 
effective interest rate on federally-underwritten home loans closed averaged 9.67 percent 

.down from 9.95 percent a month earlier and 10.01 percent in October. As was the case 
in November. . . the decline in the effective interest rate on home loans closed in December 
reflected, in part, the impact of the GNMA Tandem Plan, under which loans could be closed 
at rates as low as 7.75 percent. 

x 


Project notes totaling $680 million, representing 82 Local Housing Authorities, were 
sold in early February at an average interest rate of 8.485 percent... the lowest rate in 2 
years. This compares to the interest rate last month of 4.34 percent. Average maturity of the 
notes sold was 8.3 months. Proceeds of the note sale will be used to reimburse the Federal 
Government for funds advanced to local authorities and to refund maturing notes for 
low-rent housing projects. 


Sales volume of existing single-family homes in December 1974, fell 3.3 percent 
below the level for the same month a year ago. .. according to the National Association of 
Realtors Department of Economics and Research. At the same time... monthly sales prices 
for existing single-family homes advanced at a double-digit pace despite the decline in sales 
activity. The December median sales price was $32,720...11 percent above the median of 
$29,490 for December 1973. However. . . the report says. . . some suggestion of a moderation 
in the pace of price increase appears in quarterly figures. In the fourth quarter of 
1974. .. median sales price was $32,200, 8.9 percent higher than the $29,570 reported in the 
fourth quarter of 1973...compared to a year-to-year price advance of 10.4 percent in the 
first quarter, 11.7 percent in the second quarter, and 10.6 percent in the third quarter. 


* 
New Grant Program Inaugurated 


Fort Worth and Sinton, Texas, have become the first cities in the Nation to be 
granted Federal funds for community development under a new law which eventually will aid 
1,271 cities and 85 counties across the United States. The law provides for $2.5 billion in 
grants in the current fiscal year. 


At a ceremony at HUD’s Headquarters in Washington. . . the Mayors of the two Texas 
cities received formal letters approving their applications for grants under Title | of the 
Housing and Community Development Act signed into law last summer. The Mayors also 
received personal letters from President Ford, congratulating them and urging them to ensure 
“total public participation” -as the development plans are carried out. 


Fort Worth will receive $1,879,000 and Sinton will receive $1,103,000. The 
President said the 1974 law was designed to “change the old, helter-skelter system of helping 
our cities grow.” He said “the new Act is designed to let the cities and counties of our 
Nation set their own priorities with maximum discretion—within broad Federal guidelines.” 


The law provides for local direction and local priorities in creating and carrying out 
plans, but with strict guidelines in the civil right area. 





New Mortgage Certificates Go On Sale 


The Federal Home Loan Mortgage Corporation has begun to sell its Guaranteed 
Mortgage Certificates. A selling group. .. made up of 29 leading investment banking firms and 
commercial banks... is offering $300 million worth of GMC’s to pension, investment and 
trust funds, and other institutional investors throughout the country. 


“The new GMC is expressly tailored to the needs of the institutional investor,” said 
FHLMC President Victor H. Indiek, “‘and we hope it will attract substantial amounts of new 
capital into housing. We look forward to selling well over $1 billion worth of GMC’s this 
year and look also to the day when other institutions join us in issuing GMC’s and making 
them a still more important source of housing funds.” 


A GMC is an ownership interest in a large (in this case $300 million) pool of 
mortgages administered by FHLMC. Interest is paid semiannually and principal is returned 
annually. Moreover, FHLMC agrees to repurchase unrepaid principal amounts of mortgages at 
the end of 15 years, at the investor’s option, instead of letting the mortgages run their entire 
30-year terms. The instrument is fully guaranteed by FHLMC as to payment of interest, 
minimum annual pass-through of principal and overall safety of principal. Minimum 
denomination is $100,000. 


* 
Home Loan Bank Board Asks for S&L Expansions 


The FHLBB has asked Congress to allow S&Ls. .. the Nation’s chief home-mortgage 
lenders. ..to offer many of the same services as commercial banks. This includes checking 
accounts, consumer loans, tax and trust services, investment programs, and financial 
counseling and planning. 


The Board... which regulates federally chartered associations. .. has sent members of 
the Senate and House Banking Committees a 92-page study supporting its recommendations 
to transform S&Ls into what it calls ‘‘family financial centers.” 


The Board plans to publish the study soon for distribution throughout the country. 


The FHLBB study estimates that 10 percent of bank checking-account customers 
would switch to S&ls if they offered checking accounts, and that half of these new 
customers would open savings accounts. This would increase S&L savings by $4.9 billion, the 
study says. 


The study also concludes that if S&Ls were allowed to put 10 percent of their assets 
into consumer loans, which charge higher interest than home loans, S&L yields on investment 
would increase and S&Lls could raise the rates they pay savers, attracting another $4.8 
billion. 


The report assumes that the present rate differential between S&L and bank savings 
account interest will disappear if these proposals are approved. Currently S&Ls can pay one 
quarter of a percentage point more on savings accounts than banks. 


S&Ls would still be required to use a substantial portion of assets to make home 
loans. And much of the extra funds attracted by the expanded services would be used to 
make such mortgage loans, the Bank Board says. 


* 


National League Elects 


The National League of Cities elected Mayor Carlos Romero Barcelo of San Juan, 
Puerto Rico, as its 1975 president at its 50th Anniversary Conference in Houston. The new 
president is the first Spanish-surnamed mayor to head the League. He succeeds Mayor Tom 
Bradley of Los Angeles. Mayor Hans Tanzler of Jacksonville was elected first vice president 
and Councilwoman Phyllis Lamphere of Seattle was named second vice president. 





Communities Alerted to Flood Program 


HUD is stepping up efforts to alert some 4,750 flood-prone communities across the 
country to the advantages of signing up for the National Flood Insurance program without 
delay. A new all-out educational campaign has been mounted... directed at these commu- 
nities. .. advising them of the benefits of low cost federally subsidized flood insurance. 


Since the rates are attractively low, communities should view the program as a 
welcome dose of preventive medicine... and certainly superior to dependence on disaster 
relief. 

Emphasizing the importance of taking quick action, J. Robert Hunter, Acting Federal 
Insurance Administrator, cited the flood that devastated Nacogdoches, Texas, early this 
month. .. taking at least three lives and causing millions of dollars in damage. Although 
Nacagdoches was sent a map by HUD early last summer identifying its flood prone areas, the 
city failed to take the necessary steps to qualify at that time and was not accepted into the 
program until January 16. ..a scant 2 weeks before the flood. 


“Only 16 policies were in effect when the flood struck,” the FIA official said. 
“Precious time was lost when flood insurance policies could have been sold which might at 
least have eased the financial impact of the property losses in Nacogdoches.” 


Mr. Hunter disclosed that more than 8,600 communities were issued maps by HUD 
prior to last July 1, identifying their flood-prone areas. Under the Flood Disaster Protection 
Act of 1973, the 4,750 that have not yet qualified must do so before next July 1. 


Failure to come in under the deadline, he said, would make a community and its 
residents ineligible for virtually any form of Federal financial assistance for building purposes 
in its flood hazard areas. This would include loans from the Small Business Administration 
and any other form of disaster loans, HUD/FHA or VA mortgages or conventional loans 
from any federally regulated or supervised banks, and savings and loans association. 


Mr. Hunter estimated that there are more than 20,000 flood prone communities in 
the 50 States and U.S. possessions. 


* 


Significant Decision 


In Robinson v. Schultz. .. an anti-discrimination suit instituted by the Afro-American 
Patrolmen’s League, the U.S. District Court for the District of Columbia ordered a halt to 
the disbursement of General Revenue Sharing Funds for the City of Chicago. The suspension 
continues until the City assures compliance with an /nterim Order entered by the District 
Court for the Northern District of Illinois in United States v. Chicago. The Order also 
requires that the Office of Revenue Sharing monitor compliance and file quarterly reports 
showing that the City has taken adequate steps to comply with nondiscrimination require- 
ments. In the Chicago case... the Justice Department charged the City with violations of 
Title VII of the Civil Rights Act of 1964 and LEAA regulations calling for equal employment 


opportunity in federally-assisted programs. The Court in the District of Columbia had ordered 
the Robinson case transferred to the District Court in Chicago. 


* 


Small Housing Authorities Have Best Record 


A recent study by the Urban Institute of Management Performance in Public Housing 
failed to find any evidence to support critics’ contention that public housing is a failure. 
They report instead that “generally speaking,’ LHAs provide housing services “which 
residents view favorably.”” Comparisons by size of program showed that ‘“‘on the average,” 
smal) authorities (100-499 units) performed “best,” large authorities (1,250 units or more) 
least well. But the report attributes much of this difference to the fact that the larger the 


authority, the greater the likelihood of its housing being old and located in a deteriorating 
neighborhood. 





Congressional Committees Organized 


The Congressional Committees handling housing and related matters have been 
selected and organized. Each has a new chairman. ..as Senator Sparkman relinquished his 
chairmanship to take over Foreign Relations. .. and Congressman Patman was defeated by 
the Democratic Caucus. \talics indicate names of those newly elected. The names of those 
members assigned to the housing subcommittes are denoted with an asterisk(*). 


Senate Committee on Banking, Housing and Urban Affairs: Democrats—William 
Proxmire* (Wisconsin), chairman. John Sparkman* (Alabama), Harrison Williams, Jr.* (New 
Jersey), Alan Cranston* (California), Adlai E. Stevenson, III (Illinois), Thomas J. McIntyre* 
(New Hampshire), Joseph R. Biden, Jr.* (Delaware), Robert B. Morgan (North Carolina). 
Republicans—John Tower* (Texas), Edward W. Brooke* (Massachusetts), Bob Packwood* 
(Oregon), Jesse A. Helms (North Carolina), and Jake Garn* (Utah). 


House Committee on Banking, Currency and Housing: Democrats—Henry Reuss 
(Wisconsin), chairman. Wright Patman (Texas), William Barrett* (Pennsylvania), Lenore K. 
Sullivan* (Missouri), Thomas Ashley* (Ohio), William Moorhead* (Pennsylvania), Robert 
Stephens* (Georgia), Fernand St. Germain* (Rhode Island), Henry Gonzales* (Texas), Joseph 
Minish (New Jersey), Frank Annunzio (Illinois), Thomas Rees* (California), James Hanley* 
(New York), Parren Mitchell* (Maryland), Walter Fauntroy (District of Columbia), Corrine 
(Lindy) Boggs* (Louisiana), Stephen L. Neal (North Carolina), Jerry M. Patterson* (Cali- 
fornia), Andrew Maguire* (New Jersey), Harold E. Ford* (Tennessee), Carroll Hubbard 
(Kentucky), John J. LaFalce* (New York), Gladys N. Spellman (Maryland), Les AuCoin* 
(Oregon), Paul E. Tsongas (Massachusetts), Butler Derrick (South Carolina), Philip H. Hayes 
(Indiana), Mark W. Hannaford (California), and James J. Blanchard (Michigan). Republicans— 
Garry Brown* (Michigan), J. William Stanton* (Ohio), Albert Johnson (Pennsylvania), 
Chalmers Wylie (Ohio), John Rousselot* (California), Stewart McKinney* (Connecticut), 
John Conlan (Arizona), George Hansen (Idaho), Willis D. Gradison, Jr.* (Ohio), Richard T. 
Schulze* (Pennsylvania), Henry J. Hyde (Illinois), Richard Kelly (Florida), Millicent Fenwick 
(New Jersey), and Charles E. Grassley (Lowa). 

The Banking Committee also changed the name of its housing subcommittee to 
Housing and Community Development. 
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